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SUPPLY TRENDS AND PROSPECTS

North Anerican Trading Qutlook for Hardwood
(wth a review of the US hardwood resource situation)

Philip A Araman

The United States has become a major player in the world market for
har dwood | ogs, |unber, dimension stock, and veneer. For the last 10 years,
US exports of these products have been growing, and the future |ooks bright
The major hardwood species demanded on the export market are the select
red and white oaks, yellow birch, hard maple, black walnut, black cherry
and the ashes. The select oaks make up about two-thirds of US hardwood

one-third of our hardwood exports.

In this review of the trading outlook for hardwoods we will briefly discuss
(1) hardwood product market trends and prospects

(2) the US hardwood resource situation, and

(3) the overall trading outlook

HARDWOOD PRODUCT MARKET TRENDS AND PROSPECTS

Recent trade overview

Wen we | ook at 1987, the nost predoninant product on the export market is
har dwood | umber (64% on a val ue basis). Veneer (15% and |ogs (16% are
also inportant products. Qher further processed products such as plywood
flooring, nouldings and railroad ties make up the remaining 5% Dinension
stock exports can not be accurately determ ned because they are mxed in
with the lumber and flooring statistics. Estimates for 1988 are for over
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$1 billion or an overall increase of 44%in hardwood exports from
1987 level s. For 1988, 64%shoul d be | unber, 15%]Il ogs, 14% veneer
and 7%the 'other' export products.

Wien | ooki ng at the species being exported, United States producers
may ship close to 500 mllion board feet of red oak | unber in 1988.
The next species, of course, is white oak and then ash/hi ckory, then
wal nut, naple, beech and birch. In what we list as the 'other’
category, there is a lot of black cherry, yellow poplar and red al der.

POSSI BLE 1988 HARDWOOD EXPORTS - (M LLION BD FT)
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TOTAL=1,100

Wio i s buying the hardwood | unber? The fol |l ow ng chart shows t hat
Canada is foll oned cl osely by Japan, and then they are foll owed by
Taiwan, the United Kingdom Belgium Italy, Wst Gernmany, Spain and
ot her European countries along with Mexico and South Korea. Sone of
the US exports to Canada are processed and exported to Europe.
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PCBS BLE 1988 HARDWOCD LUMBER EXPCRTS - (M LLION BD FT)
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Exports are inportant to US prinmary processors. On a vol une basi s,

we estimate that 10% of our lunber is being exported. Oh a value
basis that translates to about 23% when you add in kiln drying and add
in the higher prices for the high grade material bei ng exported.

Total |unber production estimates for the-last 2 years ranged from
9to 11 billion board feet, which includes an estimated 1 billion board
feet increase in production in 1988 (Table 1). According to the |atest
information fromthe Food and Agricul tural O ganisation of the United
Nations, the United States produces 13%of the sawn hardwoods in the
world. That al so nakes the United States the nunber one producer

in the world.

Exports have exceeded inports for the | ast several years. In 1988,

we estinate that exports will be over three times greater than inports.
The lunber inports are nostly nahogany from South America, Philippine
mahogany (|l auan) from Asia, and birch and napl e from Canada.

O the total hardwood | unber used in the Uhited States, it is estinated

that 50%goes into the pallet and contai ner products and about 30%into
the dinension, furniture and cabi net narkets.
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Table 1. Estinated hardwood | unber production, inports, exports
and apparent consunption in the United States for 1987 and 1988

Year Pr oduct i on I nports Exports Appar ent consunption
(Billion Board Feet)

1987 9.0-10.0 .5 T 8.8-9.8

1988 10.0-11.0 .3 1.1 9.2-10.2

Trade has been growi ng and shifting

Back in 1975, total hardwood exports of |ogs, |unber and veneer anounted
to about 200 mllion board feet. By 1980 it clinbed to close to 500
mllion board feet. In 1986 it was over 600 mllion board feet and in
1987, over 800 mllion board feet. This year we are projecting about
1300 mllion board feet.

V¢ have had nmar ket flow changes over the sanme period. The Canadi an
nmar ket has rermained traditionally strong. The European market came

on strong between 1975 and 1980 and has been increasing in the past
coupl e of years. The Pacific Rm narket, notably Japan, Taiwan and
South Korea was relatively mnor in the 70s and in the early 80s

and started picking up during the rest of the 80s and accel erat ed
even nore in 1986 and 1987. In the US we now | ook at these three
markets as being very equal in total demands. The narkets and country
demands, however, are quite different in product, species, and grade
denands.

HARDWOCD (LOG LUVBER & VENEER) EXPCRTS (M 1ion Board Feet)
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Wiy the increased export?

There are many reasons for the increased demands for US hardwood
products here in Europe and in the Pacific Rimmarket. European
demands and those of Japan have keen quite simlar. Hardwood users
have switched toward the use of nore tenperate hardwoods. The
tenperate hardwoods in the US were simlar and we have been bullish
about filling supply gaps. Taiwanese and Korean denands have been

for raw materials to make furniture that they could sell in the US
Canada, Japan and in Europe. They needed species that were popul ar and
| ooked to US suppliers.

Adding to these reasons why US hardwood exports have increased are
the facts that:

- the US is the No.1 producer of sawn hardwoods in the world,

- production capacity has been increasing;

- dry kiln capacity has been increasing at mlls and yards

- suppliers have been attacking exports narkets

- pronotional efforts have steadily increased through the 80s; and
- the US has plentiful hardwood resources.

Exports to the United Kingdom

Har dwood exports to the United Kingdom have been increasing for both
har dwood | unber and veneer. Exports of US logs to the UK are mnor.
Total UK demands in 1988 versus 1987 may actually have doubled for

| umber and increased by 31% forveneer (Table 2).

Red oak, white oak, and ash are the nmost popul ar |unber species
demanded. For veneer, white oak by far is the most preferred. Red oak

wal nut and possibly black cherry in our "other' category were al so
purchased in large quantities.
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Table 2. US lunber, and veneer exports to the United Kingdomin 1987
and estimates for 1988.

Lunber Veneer

Speci es 1987 1988 1987 1988
(M board feet) (MSq ft)

Mapl e & Birch 1, 666 2,404 1,909 1,192
Red QCak 21, 207 43,278 15, 636 17,777
Wite Cak 12,063 20, 515 42,775 75, 893
Ash/ Hi ckory 7,103 18, 477 in 'other'
V@l nut 1,271 3,709 3,591 7,436
G her 4,366 6, 877 21,563 8,729
Tot al 47,676 95, 260 85, 474 111, 747

Future export projections for hardwood

Looking at just the previous trends of major increases in exports and the
continued weak dollar, we expect increasing high levels of hardwood exports
in the near future. For exanple, for lunber, we |ook for around 1,200
mllion board feet in 1989 and possibly around 1,500 million board feet

in the 90s.

How will we neet these increased demands?

The increased demands will be attained by:

- exporting nore species in high volumes

- exporting nore upgraded | unber

- exporting nore dimension (rough, sem, and finished);

- exporting nore character marked |unber, dinension and veneer; and
- i mproved processing and utilization of our hardwood resources.
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HARDWOOD RESOURCES - WHAT IS THE US SI TUATI ON?

Who owns the forests?

Har dwood tinber is predomnant on 109 of the 209 mllion hectares of
tinberland in the United States (Bones, 1987). Eastern forests which

includes the Southern (49% and the Northern (45% regions contain

most of the hardwood tinber. Mst of the tinberland is owned by farmers
and other private ownership (73%. Public ownership is 15.6% and

forest industry owns 11.4% of the tinberland base

Where is the hardwood sawtinber?

Bones (1987) reported that in 1987 the total volunme of sawtinber-size
material in the United States was 1.9 billion m. The bulk of the
sawtinber is in the North and the South. The West has about 10% of the
har dwood sawtimber resources.

The nost inportant species

The nmajor hardwood species highly demanded on the domestic and export
markets are the select red and white oaks, yellow birch, hard maple,

bl ack wal nut, black cherry, and the ashes. This group will be referred
to as the select species.

Because US hardwood experts are centred around this group of species and
the domestic nmarket for these species is strong, several questions

arise that need answers. For instance, if recent wood use trends continue,
can the United States continue to supply the export market - can US
exports increase? Are US select species resources being depleted? How
much secondary-quality mterial will be produced in the future while
generating the needed top-quality clear, or alnost clear, export material?
(The words quality and grade are synonynmous in this paper.)

To answer these questions, we will take a |ook at the estimted 1985
sawt i nber vol umes, and percent conpound annual resource inventory changes
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for the Eastern United States and for the Northern and Southern
regions. Next, we will look at the log grade distribution in US
conmercial sawtinber resources and translate these data into
estimated for top-, secondary-, and |ower-grade |unber output.

Har dwood sawtinber quantity

The base resource data were conpiled from US Forest Service state
resource eval uation reports. Data were conpiled on all hardwood
sawt i mber and on the group of select species. The adjusted data to
estimated 1985 levels are shown in Table 3.

Table 3. Estimated Eastern sawtinber volumes for 1985 and percent

conpound annual inventory changes, mllion ni(International 1/4 inch
rule).

Saw- Al Al Ash

tinber conmer ci al sel ect Sel ect Har d wal nut, Y?||°W
vol unes hardwoods  hardwoods  03KS mapl e cherry  Dirceh
1985 est. 1718 550 323 102 104 21

% change 2.2 2.4 1.8 3.2 3.0 1.5

The Eastern results show that 32%or 550 nillion ni(International 1/4
inch rule), of the 1985 estimated sawtimber inventories are in the

sel ect sawtinber species. O that total, 59% are sel ect oaks; 18% hard
mapl e; 19% ashes, wal nut and cherry; and 4% yel | ow birch. The hard
mapl e and the combined ash, walnut and cherry resources have increased
much faster than the select oaks and yellow birch inventories. The
sel ect oaks increases may be decreasing due to heavier demands of

the last few years. Furthernore, nost of the percent conpound annua
inventory increases presented in Table 3, may start declining due to
reported slower growth rates in hardwood growi ng stock. The sl ower
growth however, will translate into finer textured wood
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Assuming the continuation of past resource-use trends, by the year
2000, the Eastern select species sawinber resources may have
increased by 42% to around 780 nillion ni.

Another nore conplete list of the major hardwood sawtinber by species
and region is shown in Table 4 (Bones 1987). The United States has
many species that should and will be nore inportant in the future

such as the gunms, yellow poplar (American tulipwood) soft maple,

hi chory, and cottonwood. There are sufficient quantities of

these species to support increased harvests. Al species show positive
changes in sawinber volumes from 1977-1987.

Table 4. Percentage of hardwood sawtinber on tinberlands of the United
States, by species and region, 1987 (Bones, 1987)

Speci es Nort h Sout h Regi on Al  Regions % Change
West 1977-87
(%

Sel ect oaks 21.1 16.9 17.0

Ot her oaks 13.3 29.7 22.1

(Al oaks) (34.4) (46.6) 23.2 (39.1) (+35)
Hi ckory 3.8 7.4 - 5.1 +22
Yel | ow birch 2.4 ~ - 1.1 +11
Hard maple 11.1 0.8 - 5.0 +38
Soft mapl e 10.2 3.5 - 6.0 +66
Beech 4.1 1.9 - 2.6 +23
Sweet gum 0.5 10.1 - 5.0 +22
Tupel 0 and bl ackgum 0.4 7.9 - 3.9 +14
Ash 4.7 2.7 - 3.2 +43
Basswood 2.9 0.4 - 1.5 +42
Yel | ow popl ar 3.8 10.7 - 6.7 +54
Cot t onwood and aspen 8.7 0.8 23.7 6.5 +46
Bl ack wal nut 0.8 0.3 - 0.4 +60
Bl ack cherry 3.4 0.1 - 1.5 +75
Red al der - - 32.0 3.3 +18
Ot her speci es _ 8.8 6.8 21.1 9.1 +11
All species 100.0 100.0 100.0 100. 0 +33
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Har dwood sawtimber quality

Tvwo gradi ng systens are used to present information on the quality

of the eastern United States standing sawtinber hardwood resources.
The first is a log grading system described by Rast et al, (1979)

that is used by US Forest Service inventory analysts to define the
quality of potential sawogs in a standing tree. The top grade of

| ogs include veneer |ogs. The second is a |unmber grading system for
har dwood | unber that was devel oped by the National Hardwood Lunber
Associ ation (1986 latest issue). In general top grade FAS&Sel
(Firsts-and-Seconds and Select) lunber is used for moul dings, mllwork
export, and other market demanders of clear or alnost clear |unber.
Secondary-quality lunber, graded I1C (No. 1 Common) and 2C (No. 2
Common) is used by dinension, furniture, cabinet, flooring, and other
manuf acturers. Material in the bel ow 2C grade area is used as sleepers

(ties) and mne tinbers, or for the production of pallet parts
and flooring

The base data were developed from the same US Forest Service state
resource reports used in the resource quantities section. The results
are in Table 5. Potential |unmber grade output assumed the production

of lunmber fromthe distribution of logs found in the woods. In actua
practice, many of the small dianmeter, |owgrade logs and many other
larger, lowgrade logs are never removed from the forests. Consequently,
the quality of logs removed fromthe winds is actually better than

that which is found in the woods. This inproves the distribution

of sawn |unber produced over the numbers shown in Table 5
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Table 5. Estimated quality of Eastern United States select species
sawt i nber by log grade and potential output of sawn |unber by
| unber grade.

Log G ade Lunber Grade

Speci es

! 2 3&4 FAS&Sel 1C 2C Below 2C

.................... Of) = mmmm e e e e mmmeemeaaan
Al select hardwoods 15 24 61 12 23 27 38
Sel ect oaks 15 24 61 12 24 27 37
Hard mapl e 12 23 65 11 21 26 42
Ash, wal nut, cherry 15 25 60 19 25 29 27
Yel | ow birch 11 26 63 12 21 24 43

The Eastern results show that 15% of the select species are in log

grade 1, 24%in log grade 2, and the remaining 61%in log grades 3 and 4.
Potential output of sawn lunmber by |unber grade for the Eastern United
States is 12%in top grade (FAS&Sel), 50% in the | C/2C grades, and 38%
in the bel ow 2C grades. The hard nmaple and yellow birch results are
slightly lower and the conbined ash, walnut, and cherry (based only

on cherry yields) results are slightly higher than the overall

per cent ages.

General ly, the markets for the top grade |umber (FAS&Sel) are the

most profitable though output in these grades is limted. On the other
hand, sawmllers are satisfied to cover their costs in the sale of

bel ow 2C material. Therefore, the |G/ 2C | unber, which can account for
about half of a sawriller’s total production, nust have adequate

and profitable outlets if the sawriller’s overall profit picture is

to be positive.

Sunmary and the future

The United States has substantial quantities of hardwood tinber resources.
The demands for this tinber have been far bel ow the annual growth in our
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forests. The Eastern United States has substantial quantities

of select species, and these resources are increasing and not
decreasing as sone fear. By the year 2000, US inventories of select
export species sawtinber could increase by 42%to 780 nmillion n
(International 1/4 inch rule). Thus, it would appear that the United
States has and will have the resources necessary to continue to
supply domestic markets; to continue as a mjor player in the

worl d hardwood nmarket for |og, |umber, and veneer products; and to
increase exports of further processed hardwood products.

When considering the quality of the standing sawtinber and the

potential output by lunber grade, about 50% of the output is
secondary-qual ity (1C/2C) material. The vitality of the nmarkets for

the secondary-quality material dictates the overall economc performnce
of a sawm || and, therefore, is very inportant. Inprovenents in

present and potential markets and devel opnent of new uses for this
quality range of material, such as val ue-added export dinension

need to be constant goals for US producers and potential products

by inporting customers.

VWhen considering the hardwood species mx, opportunities for expanded
use of species not considered to be select species are great. Sone
of these species such as yellow poplar (sometines referred to as
Anerican tulipwood) are starting to be used nore in the United States
and by export customers and this trend needs to be continued.

TRADI NG QUTLOOK

The future | ooks good. W have inproving production facilities with
increasing kiln capacity. W have an increasing sawinber resource
base to draw raw materials from W have strong domestic and overseas
mar kets. W have increasing demands on our export markets.

The future does |ook good, but to nmeet increasing demands in the

future we need nore denmand for some of our abundant 'other' species
Ve need nore demand for upgraded |unber, and high grade dinmension
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products that we can manufacture from our abundant medium - and
| ow grade resources. W also need nore denand for products that allow
mnor defects or character marks.

On our side we will continue our efforts to devel op inproved processing
technol ogy for nodernisation and better utilisation of our resources.
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Information will also be provided at the conference on panel board and
sof twood products trends as foll ows:
— Production, exports, inports, and consunption
Pl ywood portion, Waferboard/ OSB portion
Canadi an Waf er board/ OSB information
Particl eboard and MDF
- Sof t wood
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